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_C_ag_t_i_o-11a_ry__s_t_qt_qqe_q!: All statements in this Quarterly Report on Form :-O-Q t.hat
do not reflect historical information are forward-looking statements, within the
meaning of the Private Securities Litigation Reform Act of j-99S (as amended).
Forward-looking statements include stat.ements concerning the pending merger with
The Dow Chemical Company (and, with regard to the merger, the Dow Merger);
plans,' objectives; strategies; anticipated future events or performance; sales;
cost, expense and earnings oq)ectations,' interest rate and currency risk
management; the chemical markets in 2000 and beyond; development, production and
acceptance of new products and process technologies; ongoing and planned
capacity additions and ercpansions; joint ventures,. Managementts Discussion and
Analysis; and any other statements that do not reflect historical information.
Such forward-looking statements are subject to risks and uncertainties.
Important factors that could cause actual results to differ materj-all-y from
those discussed in such forward-looking statements include the supply/demand
balance for the corporation's products; customer inventory leveIs; competit,ive
pricing pressures; raw material availability and costs; changes in industry
production capacities and operating rates; currency exchange rates,. interest
rates; global economic conditions,' competitive technology positions; failure by
the corporation to achieve technol-ogry objectives, achieve cost reduction targets
or complete projects on schedule and on budget,- inability to obtain new
customers or retain existing ones; and, with respect to the Dow Merger, failure
to obtain necessary regulatory and other governmental approvals and failure to
satisfy conditions of the merSter agreement.



PART I. FINA}ICIAL INFORI.TATION

IJNTON CARBTDE CORPORATTON AI{D SI]BSTDIARIES
COIIDENSED CONSOLIDATED STATEMEMT OF INCOME

Millions of dol]ars
(Except per share figures)

QtLa_Lt_e_L _e_qqq{ _I{at,_ _11 .
2_0_0_0- t999

NET SAIJES

Cost of sales, exclusive of depreciation andamortization
Research and development
Selling, administrative and other expenses (a)
Depreciation and amortization
Partnership income
Other income - neE

INCOME BEFORE TIfIEREST EXPENSE AIID PROVTSION FOR
INCOME TA'GS
fnterest expense

INCOME BEFORE PROVTSION FOR INCOME TAJGS
Provision for income t,axes

INCOME OF CONSOLIDATED COMPA}IIES AIVD PARTNERSHTPSMinority interest
rncome (loss) from corporate investments carriedat equity

_s_1_,_6_l-7_

1,,3L4
39
73

LO2
3

_____2_4_

L1_6

37

.$--1..4-q.?

l-, 03
3
7

10

L

179
31

2
7
0
4
6
4

79
20

148
. _ _ __3_q.

110
1

59
1

39

INCOME BEFORE CTJMT'LATIVE EFFECT
ACCOUN:TING PRINCIPLE
Cumulative effect of change in

NET TNCOME

Earnings per common share
Basic -

Income before cumulative effectj-n account.ing principle
Cumulative effect of change in
Net income

OF CHANGE IN

accounting principle

of change

accounting principle

$e7

s 0.72

$ o.72

$ o.7L

$ 0.71

$o.22s

$23
22
2a

lr.?)

77
.____(aq)

$sz
======

S o.s7
._!q.,_l{)

l=3=11

$ o.s6
._(0_._lt)
i 0.42

$o.22s

$zs
25
22

Diluted -
Income before cumulative effect of change

in accounting principle
Cumulative effect of change in accounting principleNet income

Cash dividends declared per common

(a) Selling, administrative and. other
SeIling
Administ,rat,ive
Other etq)enses

The Notes to Condensed Consolidated
should be read in conjunction with

share

e:<penses include:

Financial Statements
Ehis statement.

J

$73$zo
====== ======
Pages 5 through 11



UNION CARBIDE CORPORATION AIiID oIJBSfDIARIES
CONDENSED CONSOLIDATED BAI,ANCE SHEET

Millions of dollars

LS_S_E_T_S-

Cash and cash equivalents
Notes and accounts receivable
Inventories
Other current assets
Total current asset,s

Property, plant and equipment
Less: Accumulated depreciation
Net fixed assets

Companies carried
Other investments
Total- investments

Other assets

Tot,al asseLs

at equity
and advances
and advances

IrrlB_ jr_L_rjlr_E_s__AlqD__slto_qr{EqlpEBql_EagITy
Accounts payable
Short-term debt and current port,ion of
Iong-term debt

Accrued income and other taxes
Other accrued liabilities
Total current liabilities

Long-term debt
Postretirement benef it obligation
Other long-term obligations
Deferred creditss
Minority stockholders' eguity in consolidated
subsidiaries

Stsockholders' eguity:
common stock 

- l::l3:'1"1rr,22f,',:;;' :ff,:hares
(L5'7,57L,933 shares in 1999)

Additional paid-in capital
Other equity adjustments
Accumulated other comprehensive loss
Retained earnings
Unearned employee compensation - ESOP

Treasury stock, at cost - 23,4t6,933 shares
(23,428,229 shares in 1999)

Total stockholders, equity
Total liabilities and stockholders' equity

Mar.31,
_2_0_0_0.

$53
1_, l_13

687
_____3_0_3_

2,L66

9,247
___4J_6_0_3-

4 ,644

8r_8

94
9L2

489

$ 8, 21L

333

954
34

743
2, 064

L ,'7 59
433
587
629

43

1_58

178
l-

(166)
3 ,597

(s3)

__(_r-r_0jl_9-)

---2-'59-6-
$ 8,2L1

Dec.31,
1999

$41
L,L32

680
____?27

2,15O

9 ,057

---4.5394,52L

756
75

831_

455

s 7,957

329

782

678
- L:ia;
l-, 869

438
603
599

42

158
1_55

(1)
(L50)

3, 530
(55)

_l1,q19)

--2-'9.!7i 7,957

through t1The Notes to Condensed Consolidated Financial Statements on pages G

should be read in conjunction with this statement.



_^ L--RIES
coluoeNseo col.Tsor,roateo stetEms

Millions of dollars
Quart,er ended Mar. 31,

Increase (decrease) in
Cash and cash

vaLents
_o_P_Elr4jlr_o_tIs_

Income before cumulative effect of change inaccounting principle
Noncash charges (credits) to net income:Depreciation and amortization

Deferred income taxes
Equity in (ea-rnings) losses of joint ventures,net of cash received
Other

Decrease (increase) in working capit"l (a)
Long-term assets and liabilities -

Cash Flow From Operations

It[4_sgL]Lq

Capital oqpenditures
Investments, advances and acquisitions
Proceeds from the saLe of

available-for-sale securities
Purchase of available-for-sale securitiesSale of fixed and other assets

Cash Flow Used for Investing

fr]{lllc_Lrlq

thange in short-term debt (3 monEhs or less)
Repa)ments of short-term debt
Proceeds from long-term debt
Repa)ments of 1ong-term debt
fssuance of common stock
Purchase of cornmon stock
Pa)ment of dividends
Other

Cash FIow From Financing

Effect of exchange rate changes on cash andcash equivalents
Change in cash and cash equivalents

Cash and cash equivalents, b-egiruring-of-period
Cash and cash eguivalents, end-ot-pEriod'

Cash (received) paid for interest and income taxesInterest, (net of amount capitalized,)
Income taxes

(a) Net change in_ce_rtain components of workingcapital (excluding noncalh transactiona) :

(Increase) decrease in currenE assets
Notes and accounts receivable
Inventories
Other current assets

(Decrease) increase in payables and accruals(rncrease) decrease in woifing capital

The Notes to condensed consoridated Financial statementsshould be read in conjunction with this statement.

to2
22

(20)
(15)

54
____(g)

23t

(1es)
(5s)

L2
(15)

I
__r?_so.

7L
(1)

10

tgol
_____t

47

s77
l_04

39

33
2

(t_41)
__ll3 )

101

(173)
(1e)

I
(g)
18

_Ii?5r

111
(4)
37

(52)
9

(22)
(2e')

____9
59

97

22
41

$---e i
===== =====

(1)
(16)
49

$--35

$rr
$ (4s)

$ (3)
(71
3

61
$-- sa

$ (7e)
96

(36)
_lLz?l
:::::,

$z+$e

on Pages 5 through 11



I'NION CARBIDE CORPORATION AI{D SUBSIDIARIES
NOTES TO CONDENSED CONSOLTDATED FTNA}ICIAL STATEMEMTS

1. Consolidated Financial Statements

In the opinion of management, the accompanying unaudited condensed
consolidated financial statements include all adjustments necessary for
a fair statement of the results for the interim periods. These
adjustments consist of only normal recurring adjustments. The
accompanying statements should be read in conjunction with the Notes to
Financial St.at,ements of Union Carbide Corporation and Subsidiaries ("the
corporationrr or ilUCCtr) in the L999 annual report, to stockholders.

Unrealized gains and losses resulting from t.ranslating foreigrr
subsidiaries' assets and liabilities into U.S. dollars generally are
recognized as part of I'Comprehensive Incomer,, and are included in
"Accumulated other comprehensive loss" on the Condensed Consolidated
Balance sheet until such t,ime as the subsidiary is sold or substantially
or completely liquidated. Translat,ion gains and losses relating to
those operations located in Latin American countries where
hlperinflation exists and to international operatsions using the U.S.
dollar as their functional currency are included in the Condensed
Consolidated Statement of Income.

2. Comprehensive Income

The following summary presents tshe components of comprehensive income:

I're!!er_Elqeq
Mar. 31, Mar. 31,

Millions of dollars, 2000 1999

Net income $ 97 $ SZ
Other comprehensive income:

Unrealized gains and losses on available-for-sale
securities, net of reclassification adjustments

and net of tax 4 -
Foreign currency translation adjustments __(fg) __l5l)

Total Comprehensive Income $ 91 g 4

===== =====

3. Inventories

Millions of dollars,

Raw materials and supplies
Work in procesrs
Finished goods

Mar. 3L, Dec. 31,
29.q.q \222

$ 159 $ rSZ
47 45

481 483
$ 587 $ 580
===== ====



Business and Geographic Segment Information

The corporation has two operating segment,s, speeialties c rntermedj.at.es(S&I) and Basic Chemicals & polymers (BCap). The s&I segrment includesthe corporation's speciarty chemicals and polymers product rines,licensing, and solvents and. chemical intermediates. The Bc&p segmentincludes the corporation's ethylene and propylene manufacturing
operat'ions as well as the production of first-level ethylene andpropylene derivatives-polyethyrene, pollpropyrene, ethylene oxid.e andethylene glycol. In addition to its operating segments, thecorporation's other segment includes its non-core operations andfinancial transactions other than d.erivatives designated as hedges, whichare included in the same segiment as the item being hedged.

Sales of the BC&p segnnent include interseg,rnent sa1es, principally
ethylene oxi.de, which are made at the estimated. market value of theproducts transferred. The corporation evaluates performance based on
rncome before interest expense and provision for income taxes (operating
profit) .

qeI BE&P Other TotaIMillions of do1lars,
for the three months ended

March 31, 2000
Net sales
Intersegment revenues
Segment revenues
Depreciation and

amortization
Partnership income
operating profit (loss)
fnterest, experrse
Income (loss) from
corporate investments

carried at equity

$1, 108 $so9

L

s&r
Millions of do11ars,
for the three months ended

March 31, 1999
Net sales
Intersegfment revenues
Segment revenues
Depreciation and

amortization
Partnership income
Operating profit (loss)
Interest expense
Income (loss) from
corporate investments

carried at equity

$1, 034

1_, 108

67
2

82

508

35
1

t:

38

BC&P

$368
53

42L

4L
2

(33)

(36)

$-

4
37

Other

4
31

5L,6r'7
99

L,7L6

r02
3

1l_6
37

39

Total

$L,4O2
____5-3

1, 455

104
6

L79
31

(321

99

t:
l_, 034

63
4

,o:

4



5. Earnings Per Sh.

Millions of dollars,
except per share amounts

Income before cumulative effect of ctrange
in accounting principle

Cumulative effect of change in accounting
principle

Net income

Basic -

weighted average number of shares
outstanding for basic caLculation

Quarter Ended
Mar.31,

aqqq

se7

Mar. 31,
_1-9-gg

77

(20)

Earnings per strare -
Income before cumulative effect

in accounting principle
Cumulative effect of change in

principle
Net income

of change

accounting

of change

accounting

Sgz

L34 ,406 , O55

$0.72

io.72

134, 405, 055

--3-rr-17.9.72

1ll:l!l:lli

$sz

L32 ,848 ,490

$ o.s7

__(g_.1_4.)
$ 0.43

l.32,848 ,4gO

--L99!:-s?2.

111:113:l1l

$ o.s6

_(_0_:_1jr )

$ o.42

5.

Difuted -

Weighted average number of shares
outstanding for basic calculation

Add: Effect of stock options
Weighted average number of shares

outstanding for diluted calculation

Earnings per share -
Income before cumulat,ive effect

in accounting principle
Cumulat,ive effects of change in

principle
Net income

Commitments and Contingencies

$0-7L

$0. 7L

The corporation has three major agreements for the purchase of ethylene-
rerated products and two other purchase agreements in the u.s. and
Canada. The net present value of the fixed and determinable portion of
obligations under these purchase commitments at March 31, 2OOO tot,aled
$195 million.

The corporation is subject t,o loss contingencies resulting from
environmental laws and regrrlations, whictr include obligations to remove
or remediate the effects on the environment of the disposal or release of
certain wastes and substances at various sites. The corporation has
established accruals in current dollars for those hazardous waste sites
where it is probable that a loss has been incurred and the amount of the
loss can be reasonably estimated. The reliability and precision of the
loss estimates are affected by numerous factors, such as different sLages
of site evaluation, the allocation of responsibility among potentially
responsible parties and the assertion of additional claims. The



corporation adjusL- its accruals as ne\tr remed.iatior. requirement,s aredefined, as information becomes available permitting reasonable estimatesto be made, and to reflect new and changint facts.

At March 3J-, 2ooo, the corporation had established environmental remediationaccruals in the amount of $L95 million. These accruals have two components,estimated future orpend.itures for site investigation and cleanup andestimated future e>rpenditures for closure and postclosure activit,ies. Inaddition, the corporation had. environmentaL loss contingencies of
Sl-07 million.

The corporation has sole responsibility for the remediation ofapproximately 40 percent'of its environmental sites for which accruals
have been estabr.ished. These sit,es are wer-r advanced, in theinvesti.gation and cleanup stage. The corporation,s environmental
accruals ab March 31, 2000 included g154 mirlion for these sites, ofwhich 942 million was for estimated future expenditures for siteinvestigation and cleanup and g1-12 million was for estimated futureexpenditures for closure and post.crosure activities. rn ad.dition,
$67 million of t'he corporation's environmental loss contingencies relatedto these sites. The ttrree sites with the largest total potential cost tothe corporation are nonoperating sites. of the above accruals, thesesites accounted for $56 million, of which g18 million was for estimatedfuture expenditures for site investigation and cleanup and g38 million
was for estimated future o<penditures for closure and postcrosure
activities. In addition, $45 million of the above environmental losscontingencies related to these sites.

The corporation does not have sol-e responsibility at the remainder of itsenvironmental sites for which accruals have been established. ALl ofthese sites are in the investigation and creanup stage. Thecorporation's environmentar accruals at, March 3l_, 2000 included
$42 million for estimated future expend.itures for site investigation andcleanup at these sites. rn addition, $ao million of the corporation's
environmentar loss contingencies related to these sites. The largestt'hree of these sites are aLso nonoperating sites. of the above accruals,these sites accounted for $14 million for estimated future expendituresfor sit,e invest,igation and creanup. rn addition, s17 million of theabove environmental loss contingencies related to these sites.
In 1999, worldwide expenses related to environmental protection for
compriance with Federal, state and rocal raws regurat,ing solid and
hazardous l/eastes and discharge of materials t,o air and. water, as well asfor waste site remediaL act,ivities, totared grl8 milrion. Expenses in
1998 and r-997 lvere g9r- million and gloo million, respect,ively. whileestimates of the costs of environmental protection for 2000 irenecessarily imprecise, the corporat,ion estimates that the level of these
e:q)enses will be at a level eomparable to the average of the last threeyears.

The corporation severally guarant,eed up to approximately 9174 million atMarch 31, 2000 of EQUATE petrochemical comp"rry'" (IEQUATEI) debt andworking capital financing needs. The corporation has arso severallyguaranteed certain sales volume targets until EeuATE's sales capabilit,iesare proved- rn addition, the corporation has pledged. its shares in
EQUATE as security for EOUATE's debt. The corporation has political riskinsurance coverage for its equity investment and a majority of itsguarantee of EQUATE's debt.



The corporation ,-d additional contingent. obligatrons at March 31, 2OOO
totaling 9108 million, of which 935 mitlion related to guarantees of
debt.

The corporation and its consolidated subsidiaries are involved in a
number of 1egal proceedings and claims with both private and. governmental
parties. These cover a wide range of matters, including, but not limited
to: product liability; trade regulation; governmental reguratory
proceedings; health, safety and environmental- matters,- emproyment;
patenLs; contracts; taxes,. and commercial disputes. rn some of these
lega1 proceedings and cLaims, the cost of remedies that may be sought or
damages claimed is substantial.

The corporation has recorded nonenvironmental litigation accruals of
$143 million and related insurance recovery receivabl-es of g124 million.
At March 3l-, 2000, the corporation had nonenvironmental litigation 1oss
contingencies of 956 million.

While it is impossible at this time t,o determine 'rrith certainty the
ultimate outcome of any of the legal proceedings and cl-aims referred toj-n this noLe, management believes that adeguate provisions have been made
for probable losses with respect thereto and that such ultj-mate outcome,
after provisions therefor, will- not have a material adverse effect on the
consol-idated financial posit,ion of the corporation, but could have a
material effect on consolidated resulEs of operat.ions in a given quarter
or year. Should any losses be sustained in connection with any of such
legaI proceedings and claims j-n exeess of provisions therefor, they will
be charged to income when determinable.

7. Accounting Changes

Effective January 1, L999, the corporation adopted the provisions of the
American Instit.ut.e of Certified Public Accountants, St,atement of position
(usoPu) 98-5, "Reporting on the costs of st.art-Up Act,ivities." This Sop
reguires the expensing of certain costs, such as preoperating expenses an6
organizational costs associated with an entity,s start-up activities. In
accordance wi.th t,his SOPts provisions, on January 1, tggg, the corporation
recognized a charge of $2? miLlion (92o million after-tax) as a cumulative
effect of change in accounting principle, the majority of which represented
formation costs associated with the corporation,s joint ventures.

In L998, the Financial Accounting Standards Board issued Statement of
Financial Accounting Standards ("Statemesg"1 No. 133, 'rAccounting for
Derivative Inst.ruments and Hedging Activities." It requires that an
enLity recognize aLl derivative instruments as either assets or
liabilities in the sLatement of financiaL position and measure those
instruments at fair value. This Statement, as amended by Statement No.
I37, "Accounting for Derivative Instruments and Hedging Activities -
Deferral of the Effective Date of FASB st,atement No. 133, " is effective
for aI1 fiscal quarters of fiscal- years beginning after rTune 15 , 2OOO.
The corporation is currently evaluating the effect, statement No. L33 will
have on its financial position and results of operations in the period. of
adoption.

In l-999, the Securities and Exchange Commission issued Staff Accounting
Bulletin (USAB') ror, ,Revenue Recogrrition in Financial Stsatements, " which
summarizes the staff's views regarding the application of generally
accepted accounting principl-es to selected revenue recogrrition issues.

l0



The corporation is evaluating whether sAB L0L wil1 sause any change in its
revenue recogmition policies and procedures.

8. The Dow Merger

on August 3, L999, the corporation and The Dow Chemical Company ("Dow';
entered an Agreement and Plan of Merger providing for the merger of asubsidiary of Dow with and into the corporation. As a result of the
merger, the corporation will become a wholly-owned subsid.iary of Dow andthe corporation's shareholders will receive 0.537 of a share of Dow commonstock for each share of UCC comnon stock they own as of the date of themerger- on March 6, 2000, Dow announced plans for a three-for-one split
of its common stock, subject to approval of Dow shareholders. ff therecord date for the stock split occurs prior to the merger, the exchange
ratio will be adjusted so that the corporation's shareholders wiII receive
1.511 shares of Dow cornmon stock for each share of UCC contrnon stock theyown- On December 1, t999, the corporat.ion's shareholders approved the
merger agreement. The merger is subject to certain cond,itions including
review by antitrust regulatory authorities in the united. States andcanada. on May 3, 2ooo the European commission approved the merger
subject to the divestiture of certain assets and the licensing of certain
technology.

ll



ITA}IAGEUEMT I S DISCUSSION AND 4r_q_rlsrF__o-!r__F_r_lL4lrcrArJcotrDrTroN
ATID RESI'LTS OF OPERATIONS

union carbide operates in two business segment.s. The specialties &
Intermedj-ates (S&I) segment converts basic and intermediate chemicals into a
diverse portfolio of chemicals and polymers serving industrial customers in
many markets. This segmenL al-so provides technology services, including
licensing, to the oil and petrochemicals industries. The Basic Chemicals c
Polymers (BC&P) segment converts hydrocarbon feedstocks, principally
liquefied petroleum gas and naphtha, into ethyl_ene or propylene used. to
manufacture polyethylene, pollpropylene, ethylene oxide and ethylene glycol
for sale to third-party customers, as well as ethylene, propylene, ethylene
oxide and ethylene glycol for consumption by the S&I segment. In comparison
with those of s&r, the revenues and operating profit of BC&p tend to be more
cyclj-cal and very sensitive to a number of external variables, includ.ing
overalL economic demand, hydrocarbon feedstock costs, industry capacity
increases and plant operating rates.

In addition to its business segment.s, the corporatj-on's Other segrmenc
includes its noncore operations and financial transactions other than
derivatives designated as hedges, which are included in the same segment as
the item being hedged.

F_qgga_ry

The corporation reported firstr quarter 2OOO net. income of $9? miIlion, or
$0.71 per di-1uted share ($o.72 per basic share) . For the corresponding
quarter in l-999 the corporation reported net income of g57 miIlion, or g0.42
per diluted share (S0.43 per basic share) after the cumulative effect of a
change in account.ing principle of $20 million or g0.14 per diluted share
($0.14 per basic share).

consolidated net sales increased L5.3 percent from St,4o2 miLlion for the
first quarter of L999 to $1-,51-7 million for the same quart.er of 2000. The
increase rePresent,ed a 14.2 percent increase in average selling prices
coupled with a slight increase in volume. Both segments experienced. an
increase in average customer selling prices; however, the majority of the
increase was associatsed with products in the BC&p seginent,. Overal1, the
slighL consolidated volume increase reflected an increase of volume in the
s&r segment, which was significantly offset by a decline in ethylene
oxide/g1ycol shipments in the BC&p segrment.

The corporation's unit variable margin (revenues less variable manufacturing
and distribution costs divided by customer volume) declined from 16.2 cents
per pound in the first quarter of L999 to 14.6 cents per pound in Lhe first
quarter of 2000, largely reflecting the results of the S&I segment. Although
the s&I segrnent. benefit,ed from rising average selling prices it was unable to
offset significant increases in ravr material costs, which the industry has
e>qgerienced over the past several guarters. Conversely, the BC&p segment
showed improved unit variable margin as increases in average customer selling
prices more than offset similar raw material- cost increases.

Fixed cost per pound of products sold (fixed manufacturing and distribut,ion
costs, plus research and development and selling, administrative and. other
exPenses, divided by customer volume) increased from 9.9 cents for the first
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quarter of 1999 to 10.r cents for the same quarter in
somewhat higher fixed costs in the current period.

Pension expense was reduced by g2  million as a result
investment gains and changes in actuarial assumptions
investment, reUurns on pension plan assets.

--00, primarily due to

of the amortizat,ion of
reflecting long-term

Partnership income decreased to $3 million in the first guarter of 2000,
compared to $5 million in the same quarter in Lgg9, principally the result of
increased losses related to Aspe1l, partly offset by better performance of
the corporation's UOP joint venture. Income from corporate investments
carried at equity increased substantially from a loss of 932 million in the
first quarter of 1999 to income of $39 million in the same quarter of 2000
the majority of which related to better performance of the corporation's
Polimeri Europa and EeUATU joint ventures.

Other income - net in the first quarter of 2000 included interest income of
$15 mitlion related to a tax refund.

Interest expense increased $6 million for the first three months of 2O0O
compared to tshe same three months in 1999, directly related to an increase in
short-term debt.

For the guarter ended March 3l-, 20oo, the corporation,s effective tax rate
was 25.3 percent compared with 25.7 percent for the same quarter of i.999.

_C_o-1ry_o_r_a_t_e__qat_l_e_r_B_

Interest Rat,e and Currency Risk ManagemenL

The corporat,ion selectively uses financial instruments to manage its e:<posure
to market risk related to changes in foreign currency exchange rates and
interest rates. The corporation does not hold derivative financial
j-nstruments for trading purposes.

At March 31, 2000, the corporation held open foreign currency forward
contracts and purchased options with net notional amounts of $80 million and
an unrecogmized net ross of less than g1 mirlion. At March 31, 2ooo, the
corporation did not hold any derivatives relat,ed to its int,erest rate
exposure.

The corporation used sensitivity analysis to evaluate the potential effect of
movements in foreigm currency exchange rat,es and interest rat,es on the
condensed consolidated financial statements. Based on this analysis, a
hypothetical 10 percent weakening in the U.S. dollar across all currencies
would have resurted in a $3.5 milrion net loss at March 31, 2ooo.
Alternatively, a hypothetical L0 percent strengthening in the U.S. dollar
across all currencies would have resulted in a $5.4 million net. gain at March
31, 2000. These t)t)es of gains and losses would generally be offset, by
fluctuations in the underlying currency transactions.

At' March 31, 2000, the corporat,ion had long-term debt of 9L,869 million, of
which $125 million was variable-rate debt. At that date, a hlpothetical
10 Percent increase or decrease in market interest rates would not have
materially affected interest expense or cash flows related to variable-rate
debt. A 10 percent increase in market interest rates would have decreased
the net fair market value of fixed-rate debt instruments by gL03 million at
March 31, 2OOO, and a 10 percent decrease in market interesE rates would. have
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increased the net f-_-
$L17 million at March

market value of fixed-rate debt instruments bv
31, 2000.

911t_I_o_oJ<___-__C_o_rpo_r_1t_q

Looking ahead to the second quarter, the corporation anticipates ravr material
costs Lo stabilize and average customer se1J-ing prices to rise resulting in
some improvement of unit variable margins. Additionally, income from
corporate investments carried at equity are expected to remain consistent
with first, quarter amounts while partnership income shoul-d improve s1ighL1y.

on August 3, t999, the corporation and The Dow chemical company ("Dowu)
entered an Agreement and Plan of Merger providing for the merger of a
subsidiary of Dow with and into the corporation. As a resulL of the merger,
the corporation wilr become a wholly-owned subsj.diary of Dow and the
corporation's shareholders will receive 0.53? of a share of Dow common stock
for each share of UCC corlmon stock they own as of the date of the merger. On
March 6, 2ooo, Dow announced plans for a three-for-one split of its corrmon
stock, subject to approva] of Dow shareholders. If the record date for the
stock split occurs prior to the merger, t,he exchange ratio witl be adjusted so
that the corporation's shareholders will receive 1.6L1- shares of Dow common
stock for each share of UCC common stock they own. On December L, i,ggg, the
corporation's shareholders approved the merger agreement. The merger is
subject to certain conditions including review by antitrust, regulatory
authorities in the United States and Canada. On May 3, 2OOO the European
Commission approved the merger subject to the divestiture of certain assets
and the licensing of certain technology. The transaction is intended. to
qualify as a tax-free reorganization for United Stat,es Federal income tax
Purposes and is expected to be accounted for under the pooling-of-interests
method of accountinq.

$p_e_c_i_a_1_t_i_e1e__qr1d__I_qt_e_qqeqf ?!eC
QseI!ef__Er_rqg4

Mar. 31, Mar. 31,
?q9q

s1, L08
67

2
82

1
19. 0

L2.9
69

Segment revenues of the S&I segment. increased 7.2 percent for the quarter
ended March 31, 2000 compared with the same quarter in l-999, the result of a
1-.9 percent increase in averal;e selling prices coupled with a 5.L percent
increase in volume. Although average selling prices increased from the first
quarter of 1999, they were unable to offset the continuing increase in raw
material costs, which escalat,ed throughout 1999 and into the first quarter of
2000. Volume increases occurred in almost aLl of the S&I products due to
increasing demand in Asia.

Partnership income in the first quarter of 2000 compared with the first
quarter of L999 showed s1ight.ly better results of the UOP and Univation joint
ventures offset by increased losses associated with AspeII.

MilIions of dollars,
Except as j-ndicat,ed

Segrnent revenues
Depreciation and amortization
Partnership income
Operating profit
Income from corporate investments carried at eguity
Unit variable margin (cents/pound)
Fixed cost per pound of products sold (cents/pound)
Capital expenditures

!222

$1, 034
63

4
208

4
26.O
14. r_

69
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$r-tj.-o_olr__-__.,pge_c_i_q!r_!e_q_=_Ielerreglegec

For the second guarter of 2000, it is expected that variablebenefit from the stabilization of raw material coupred withincreases in average serling prices and volume. partnership
anticipated to improve due to reduced losses associaLed withventure.

margin will
continued
income is
the Aspell joint

Baeic _c_hgqlc_q1_q_e._p_o_lg9Ee

Millions of dollars,
except as indicated

Segment revenues
Depreciation and amortization
Partnership income
Operating profit (Ioss)
Income (Loss) from corporate investments

carried at equity
Unit variable margin (cents/pound)
Fixed cost per pound of products sold (cents/pound)
Capital erpenditures

Qgpr_r!_e_r__EgrlLe_Q
Mar. 31, Mar. 31,

?99_9

$508
35

1
30

t_222

# 42L
4T

2
(33)

38 (36)
9.4 5.5
6.2 5.2
]-26 104

segment revenues of the Be&P segiment for the first guarter of 2000 increased.44'4 petcent as compared with the same quarter in tggg, the result of a 44.3percent increase in average customer selling prj-ces slightly offset by a 3.9percent decline in customer volume. Although raw material costs continued toincrease throughout L999 and into the first guart,er of 2000, Iarger increasesin average customer selling prices positively affected unit variable margin.Declines in customer volume for the first q,rirt.r of 2ooo compared with thesame quarter in l-999 reflected a reduction of ethylene oxide gfycof volume,which is now being produced and. soLd. by the corporation,s joint, venture inKuwait, as well as the delay of certain shipmenls to customers. The increasein fixed cost per pound of products sold resul-ted from a modest increase offixed costs coupled with the reduction in cusLomer vorume.

rncome from corporate investments carried at equity increased from a loss of
$35 million in the first quarter of 1999 t,o income of g38 million in the samequart'er of 2000. This increase represenLs better performance ag polimeri
Europa and EQUATE, where demand lras st,rong and increases in average serringprices were experienced. Additionally, the corporat,ion's EeuATE jointventure benefics from advantaged ralv materiar supply contracts.

_Og_t_1_o_o]__-__B_1a_i_c_ .Q!sqi._c_1!q _ E _! 9 lrpg rc
The corporation anticipates that results for the second quarter will reflectcontinued improvement in average customer selling prices, customer volumesand variabre margins- rncome from corporate investments carried at equity isorpected to remain consistent with first quarter levels.
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Environnental

Estimates of fuLure expenses related to environmental- protection for
compliance with Federal, state and local laws regulating solid and hazardous
wastes and discharge of materials to air and water, as welJ. as for waste site
remedial activities, have not changed materially since December 31, Lgg9.
The reliability and precision of the loss estimates are affected by numerous
factors, such as different stages of site evaluat,ion, the allocation of
responsibility among potentially responsible parties and the assertion of
additional cLaims. The corporation's environmental exposures are discussed
in more detail in the "Commitments and Contingencies,, footnote to the
financiar statements on pages I through 10 of t,his report on Form 1o-e.

|_c_c_o_up_t_i_ng_C_[aqge_e_

Effective,January 1, 1999, the corporation adopted the provisions of the
American Institute of Certified Public Accountantst Statement of position
('soP") 98-5, "Reporting on the costs of start-up Act.ivities." This sop
requires the expensing of certain costs, such as preoperating expenses and.
organizational costs associated with an entity,s start-up activities. In
accordance with t,his SOP's provisions, on ifanuary 1, J-999, the corporation
recogrnized a charge of 927 million (g2O mj_Ilj_on after-tax) as a cumul_ative
effect of change in accounting principle, the majority of which represented
formation costs associated with the corporation,s joint ventures.

In 1998, the Financial Accounting Standards Board issued Statement of
Financial Accounting Standards ("Statement") No. l-33, ',Accounting for
Derivative Instruments and Hedging Activities." It requires that an entity
recognize all derivative instrument,s as either assets or liabilities in the
statement of financial position and measure those instruments at fair value.
This Statement, as amended by Statement No. L3'7, t'Accounting for Derivative
Instruments and Hedging Activities - Deferral of the Effective Date of FASB
Statement No. 133, n is effectsive for all fiscal- quarters of fiscal years
beginning after lTune 15, 2ooo. The corporation is currently evaluating the
effect statement No. l-33 will have on its financial position and results of
operations in tshe period of adoption.

In 1999, the Securities and Exchange Commission issued Staff Accounting
Bulletin (usABu) r-or, rrRevenue Recognition in Financial statements," which
summarizes the staffrs views regarding the application of generally accepted
accounting principl-es t.o selected revenue recognition issues. The corporation
is eval-uating whether SAEI L0L will cause any change in its revenue recogmition
policies and procedures.

_{i3jqr_c_i_q1__c_o_r{i_E_qo_q_:_{eEgE_11!_?qgg

Cash flow from operatj-ons for the first
increase of $130 million from the first
result of a decrease in working capital
earnings of joint ventures.

quarter of 2000 was 9231 million, an
quarter of l-999, principally the
offset by increased undistributed

cash flow used for investing total-ed g25G mirlion, an increase from
$175 million in the comparable period of 1999, principally due t,o an increase
in capital ecpenditures and investments, advances and acquisitions. Fund.ing
of major capital projects in the first quarter of 2ooo and 1 999 included a
new olefins facility, being built jointly with NoVA ChemicaLs Corporation,
and a polyolefins project, both in Canada.
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Cash flow from finarlcurlf was $47 million for the first yuarter of 2ooo, aE
compared with $59 rnillion for the first guarter of 1999. The first quarterof 2000 primarily included cash received for issuances of cormnon stock of g1omillion and net borrowingE of S64 million offset by cash paid for dividendsof $so million. The first guarter of 1999 included common stock repurchasesof $22 million under the conunon stock repurchase program and cash dividendstotaring 929 million, both of which were offset by net borrowings of
$92 million.

The corporationrs ratio of debt to total capital was 49.8 percent at March31, 2O0O as compared to 49.9 percent ac December 31, 1g9g. At March 31, 2ooothere were no borrowings outetanding under the existing major bank credit
agreement aggregating $1 billion.
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PART II. OTHER INFORMATION

Item 1 . -I1ega1__P_1o_c_e_q{1qgq

!!r,239 ,75L
1L1, 505 , 555

vernon E. ilordan, ,Jr. LO6,LS2,6L6

See Note 6 to the corporation's consolidated financial statements
on pages 8 through t0 of this report on Form l_O-e.

It,em 4. :s_q_qBits_s_i_qq_o_!_UaqqgEq_!9_? !gr!e of Seculi_ry_!_o_1_qe_qE

Annual- Meeting - April 26, 20oo

(b) Elect,ion of Directors
Proxies for the meeting were solicited pursuant to
Regulat.ion 14A. There was no solicitation in
opposition to managementrs nominees as listed in the
proxy statement. AIl of the management's nominees as
listed in the proxy statement were elected.

(c) Mat.ters voted upon.
_E_1_e_c_t_i_o_4_9!_o_f tee!gf g

qberee_Ye!eq
D_ire_c_!g1q

C. Fred Fetterolf
Rainer E. Gut

Shares For Shares Withheld

William H. ,Joyce
Robert D. Kennedy

;Iames M. Ringler
Paul ,f. Wilhelm

1o8,477 ,496
109,09L,349

LLL,57L,745
LLr,567 ,632

4 , 070 ,402
3, go3, 597
9,r57 ,537
6 ,832 ,657
6,2]-9,go4
4,8O9 ,945
4 ,7:J-5 ,043
3, 739, 409
3 ,742 ,52L

Ronald L. Kuehn, .Ir. l_j_O,5OO,3Og
Rozanne L. Ridgway 110,595,11_O

-P_1opo_s_ql__!o__Eegr!y_lbe_lpp9_ig!$S:g!__ol_49_qi_r_o_r_s-

shareholders ratified the appointment of KpMc rJLp to cond.uct
tshe annual audit of the financial statements of the
corporation and its consolidated subsidiary companies for the
year ending December 31, 2000.

The vote was:

FoR - 1L3,435,30L shares or 99.96 percent of the shares voted.
AGArNsr - L,L92,494 shares or 1.04 percent of the shares voted.
ABSTAfN - 682,358 shares.
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Proposal to Adopt an Amendment to the L997 Union Carbide
-L-ojgg1!e_41 _Itqg! ! rye _ p I et_ _ _

sharehorders approved an amendment to the 1997 union carbide
Long-Term Incentive plan to provide an additional 2,5OO,OOO
shares of common stock for award under the plan and to timit
to 400,000 the total number of shares of rest,ricted stock
which can be granted under the plan.
The vote was:

FoR - L02,'728,690 shares or 9o.i-2 percent of the shares voted.
AGArNsr - 11,253,530 shares or 9.88 percent of the shares voted.
ABSTAIN - 1,3L7,933 shares.

Proposal to Reapprove Performance Goals under the L99s union
_qq{b_i_qe__c_q1po_Eegfg1_EgffglgBlr_c_e_J9_c_e}_r_i_v_e__p_l_qn_____

shareholders reapproved the performance goals established
under t,he 1995 Union Carbide performance Incentive plan.

The vote was:

FoR - Lo6,987,.527 shares or 93.90 percent of the shares voted.
AGArNsr - 7,073,842 shares or 6.20 percent of the shares voted.
ABSTAIN - L,248,784 shares.

Item 6 . _Q$i!_gc_s_ _eqq _Bepg1lg _9!_ qgrgr_ g_-r
(a) Exhibits.

The following exhibit. is filed as part of this report:

27 - Financial Data Schedule.

(b) The corporation filed the forlowing current reports on Form
8-K for the three months ended March 31, 2000:

1. Form 8-K dated \Tanuary 21, 2OOO, contained a joint press
release issued by the corporat,ion and The Dow Chemical
Company dated January 2L, 2OOO.

2. Form 8-K dated ,January 31, 2ooo, contained the corporationrs
press release dated January 31, 2000.

3- Form 8-K dated March 30, 2ooo, contained the corporation's
press release dated March 30, 2OOO.
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gIqN4T!ryE

Pursuant, to the requirements of the securities Exchange Act of L934, theRegistrant has duly caused this report to be sigmed on its behalf by the
undersigrred thereunto duly authorized.

!Dr_rg!r__c!B!_r_DF__c_o_qp_o_R!{Lr_o_{
(Registrant)

Date : !,1ey__5_,__2_O_O_q By : /_s_,/_t_.__5.__qqr_f_!_______
.'OHN K. WI'LFF
Vice-president, Chief
Financial Officer and
Controller
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E:(H IB IT 27

<ARTICLE> 5
<LEGEND>
This schedule contains surnmaly fj-nancj.al information extracted frorn Union
carbide corporation's Form 10-Q for the quarter ended March 31, 2ooo, and isgualified in its entirety by reference to such financial statenents.
</IEGEND>
<crIO 0000100790
<}IAME> I'NION CARBIDE CORPORATION
<MULTTPLTER> 1, 000, 000

J

I

<PERIOD-TYPE>
<FISCAI-YEM-END>
<PERIOD-END>
<cAsH>
<SECURITIES>
<RECEIVABLES>
<AI.LOINNCES>
<Il{vEllToRY>
<CURRENT-.LSSETS>
<PP&E>
<DEPRECIATION>
<TOTAI,-ASSETS>
<CURRENT- LIAB T L I T IES>
<BONDS>
< PREFERRED-MANDATORY>
<PREFERRED>
<coMMoN>
<OTHER-SE>
<TOTAL- LIAB I L I TY-AI,ID- EQUI TY>

DEC-31-2000
MAR-31-2000

63
0

11- 13
0

687
2166
9247
4 603
82!t
2064
175 9

0
0

158
253 I
8zLL
L6t7
L6L7
13l.4
131 4

14 1<F1>
0

37
-79

20
9'7

0
0
0

97
0.'t2
0.71

3-MOS

<SAI,ES>
<TOTAI-REVENUES>
<cGs>
<roTAIJ-COSTS>
<OTHER-EXPENSES>
<LOSS-PROVISION>
<INTEREST-EXPENSE>
<INCOME-PRETN(>
<INCOME-TN(>
<INCOME-CONTI NUING>
<DISCONTINUED>
<EXTRAORDINARY>
<CHANGES>
<NET-INCOME>
<EPS_BASIC>
<EPS-DTLUTED>

<FL>Other expenses
depreciation
and amortization of
</FN>

are equal

s102.

to research and development of 939 and

-22-


